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DEPARTMENT OF THE TREASURY

I nternal Revenue Service

26 CFR Parts 1 and 301

[ REG 103735-00; REG 110311-98; REG 103736-00]

RI'N 1545- AX81; 1545- AW6; 1545- AX79

Modi fication of Tax Shelter Rules

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTION: Cross-reference notice of proposed rul emaking.

SUMMVARY: These proposed rules relate to the nodification of tax
shel ters under sections 6011, 6111, and 6112. The proposed rules
provide the public wth additional guidance needed to conply with
the disclosure rules, the registration requirenent, and the |ist
mai nt enance requirenment applicable to tax shelters. The proposed
rul es affect corporations participating in certain reportable
transactions, persons responsible for registering confidential
corporate tax shelters, and organizers of potentially abusive tax
shelters. In the rules and regul ations portion of this issue of
the Federal Register, the IRS is issuing tenporary regulations
nodi fying the rules relating to the requirenent that certain
corporate taxpayers file a statenment with their Federal corporate
I ncome tax returns under section 6011(a), the registration of
confidential corporate tax shelters under section 6111(d), and
the mai ntenance of |ists of investors in potentially abusive tax
shelters under section 6112. The text of those tenporary
regul ati ons al so serves as the text of these proposed

regul ati ons.



-2

DATES: Witten or electronic comments and requests for a public
heari ng nust be received by Novenber 14, 2000.
ADDRESSES: Send submi ssions to: CC M&SP: RU (REG 103735-00; REG
110311-98; REG 103736-00), room 5226, Internal Revenue Servi ce,
POB 7604, Ben Franklin Station, Washington, DC 20044.
Subm ssions may be hand delivered between the hours of 8 a.m and
5 p.m to: CC M&SP: RU ( REG 103735-00; REG 110311-98; REG 103736-
00), Courier’s Desk, Internal Revenue Service, 1111 Constitution
Avenue NW, Washington DC. Alternatively, taxpayers may subm t
comments electronically via the Internet by selecting the “Tax
Regs” option of the IRS Hone Page or by submtting comments
directly to the IRS Internet site at
http://ww.irs.gov/tax _regs/regslist.htmn.
FOR FURTHER | NFORMATI ON CONTACT: Concerni ng the regul ati ons,
Cat heri ne Moore, (202) 622-3070; concerning subm ssions, Quy
Traynor, (202) 622-7180.
SUPPLEMENTARY | NFORMATI ON:
Paper wor k Reducti on Act

The coll ections of information contained in this notice of
proposed rul emaki ng previously have been revi ewed and approved by
the O fice of Managenent and Budget in accordance with the
Paperwor k Reduction Act of 1995 (44 U . S.C. 3507(d)). No materi al
changes to these collections of information are proposed in these
regul ati ons.

An agency may not conduct or sponsor, and a person is not

required to respond to, a collection of information unless
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It displays a valid control nunber assigned by the Ofice
of Managenment and Budget.

Books or records relating to a collection of information
must be retained as long as their contents may becone
material in the admnistration of any internal revenue
| aw. Cenerally, tax returns and tax return information are
confidential, as required by 26 U S. C. 6103.

Backgr ound

The tenporary regul ati ons anend the I ncone Tax Regul ations
(26 CFR part 1) regarding rules relating to the filing and
records requirenments for certain corporate taxpayers under
section 6011. The tenporary regulations also anend the tenporary
procedure and adm nistration regulations (26 CFR part 301)
regarding the registration of confidential corporate tax shelters
under section 6111 and the nai ntenance of lists of investors in
potentially abusive tax shelters under section 6112.

The text of the tenporary regulations also serves as the
text of these proposed regulations. The preanble to the
tenporary regul ati ons explains the regul ati ons.

Speci al Anal yses

It has been determined that this notice of proposed
rul emaking is not a significant regulatory action as defined in
Executive Order 12866. Therefore, a regulatory assessnent is not
required. It has also been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U. S.C. chapter 5) does not apply

to these regul ati ons. Because these regul ations i npose no new
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collection of information on small entities, a Regul atory
Flexibility Analysis under the Regulatory Flexibility Act (5
U S. C chapter 6) is not required. Pursuant to section 7805(f)
of the Internal Revenue Code, this notice of proposed rul emaking
will be submtted to the Chief Counsel for Advocacy of the Snal
Busi ness Administration for cooment on its inpact on small
busi ness.
Comment s and Requests for a Public Hearing

Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any witten coments
(preferably a signed original and eight (8) copies) or
el ectronically generated comments that are submitted tinely to
the IRS. The IRS and Treasury request conmments on the clarity of
the proposed rul es and how they can be nade easier to understand.
Al'l comments will be available for public inspection and copyi ng.
A public hearing will be scheduled if requested in witing by any
person that tinely submts witten coments. |f a public hearing
I's schedul ed, notice of the date, tinme, and place for the public
hearing will be published in the Federal Register.
Drafting Information

The principal author of these regulations is Catherine
Moore, O fice of the Associate Chief Counsel (Passthroughs and
Speci al Industries). However, other personnel fromthe IRS and
Treasury Departnent participated in their devel opnent.
Li st of Subjects
26 CFR Part 1
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I ncone taxes, reporting and recordkeepi ng requirenents.

26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,
I ncome taxes, Penalties, Reporting and recorkeeping requirenents.
Proposed Amendnents to the Regul ations

Accordingly, 26 CFR parts 1 and 301, which were proposed to
be anmended on August 29, 1984, and March 2, 2000, are proposed to
be further anended as foll ows:
PART 1--1NCOVE TAXES

Paragraph 1. The authority citation for part 1 continues to
read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par. 2. Section 1.6011-4 as proposed to be added at 65 FR
11271 (March 2, 2000) is anended as follows:

1. The first sentence of paragraph (a) is revised.

2. Paragraph (d)(1), second sentence, is anended by
renovi ng the | anguage “LM PF” and addi ng “LM PFTG OTSA” in its
pl ace.

3. Paragraphs (e) and (g) are revised.

The revisions read as foll ows:

81.6011-4 Requirenent of statenent disclosing participation in

certain transactions by corporate taxpayers.

[ The text of the anendnents to this proposed section is the
same as the text of the anmendnents to 81.6011-4T published
el sewhere in this issue of the Federal Register.]

PART 301-- PROCEDURE AND ADM NI STRATI ON
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Par. 3. The authority citation for part 301 continues to
read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par. 4. Section 301.6111-2 as proposed to be added at 65 FR
11274 (March 2, 2000) is anended as foll ows:

1. Paragraph (b)(3)(ii) is anmended by renoving the word
“cor por at e”.

2. Paragraph (c) is anmended as foll ows:

a. The last two sentences of paragraph (c)(1) are revised.

b. Paragraph (c)(2) is revised.

c. Paragraph (c)(3) is added.

3. Paragraphs (f) and (g)(1) are revised.

4. Paragraph (h) is anended by adding three sentences at
the end of the paragraph.

The revisions and additions read as foll ows:

8301.6111-2 Confidential corporate tax shelters.

[ The text of the anendnents to this proposed section is the
same as the text of the amendnents to 8301.6111-2T publi shed
el sewhere in this issue of the Federal Register.]

Par. 5. Section 301.6112-1 as proposed to be added at 49 FR
34246 (August 29, 1984) and 65 FR 11272 (March 2, 2000) is
anended as foll ows:

0. The section heading is added.

1. A-4(a) is revised.

2. The last two sentences of A-5 are renoved and a new

sentence is added in their place.
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3. A-6 is anended as follows:

a. Paragraph (b) is anmended by renoving the | anguage “and”
at the end of the paragraph.

b. Paragraph (c) is amended by renoving the period at the
end of the paragraph and adding “ and” in its place.

c. Paragraph (d) is added i medi ately after paragraph (c).

4. The last sentence of A-7 is revised.

5. A-8 is anended as foll ows:

a. In A-8,introductory text and paragraphs (a) through (e)
are redesi gnated as paragraph (a) introductory text and
par agraphs (a) (1) through (a)(5), respectively.

b. New paragraph (b) is added i mediately after Exanple (2)

in newy designated paragraph (a)(5).

6. The last two sentences of A-9 are anended by renoving
t he | anguage “paragraph (e)” and addi ng “paragraph (a)(5)” inits
pl ace.

7. One sentence is added at the end of A-10.

8. A-11 is anended as foll ows:

a. In A-11, introductory text and paragraphs (a) and (b)
are redesi gnated as paragraph (a) introductory text and
paragraphs (a)(1) and (a)(2), respectively.

b. New paragraph (b) is added.

9. A-17 is anended as follows:

a. Paragraph (a)(3) is revised.

b. Paragraph (c) is added.

10. The first and second sentences of A-19 are anended by



renovi ng the | anguage “paragraph (d) or paragraph (e)” and addi ng
“par agraph (a)(4) or (5)” in its place.

11. A-22 is anended by adding three sentences before the
| ast sentence.

The additions and revisions read as foll ows:

8301.6112-1 Questions and answers relating to the requirenent to

maintain a list of investors in potentially abusive tax shelters.

[ The text of the anendnents to this proposed section is the
same as the text of the amendnents to 8301.6112-1T published

el sewhere in this issue of the Federal Register.]

Comm ssi oner of Internal Revenue



